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[bookmark: _Toc150540525]Executive Summary

Diminished revenue, occupancy rates, and customer satisfaction indicate that the Seaview Resort, which was once a popular destination, has experienced a significant deterioration in its financial health. A strategic turnaround is sought by resort owner Mr. James Henderson in order to steer the establishment back toward prosperity in the face of these obstacles. In addition to rising operating costs and a troubling negative net profit in 2022, there are high levels of debt. A negative net cash flow is seen by the cash flow analysis, raising questions about liquidity. Comprehensive building improvements, aggressive marketing, and improved customer service are all part of the suggested turnaround plan. The expected favorable effect on sales, profitability, and cash flow is shown by financial estimates. Nevertheless, the approach carries some hazards, which call for cautious project management, efficient marketing avenues, employee development, and the use of client feedback. The Seaview Resort may gain a competitive edge by focusing on specialized markets, utilising digital transformation, and adopting eco-friendly and experiential tourist trends. In the fast-paced hospitality sector, this all-encompassing strategy seeks to revitalize the brand, elevate visitor happiness, and establish the resort as a top destination.
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Seaview Resort located on the picturesque beach front has traditionally been a choice for travellers seeking for luxury and peace of mind. However, the financial conditions of the resort have been deteriorating since the past few years in terms of declining revenue, occupancy rates, and guest satisfaction. Newer and more contemporary hotels are fighting for attention in the very competitive seaside resort sector, in which Seaview operates. Shifting customer preferences towards eco-friendly and experiential tourism have further challenged the resort's traditional offerings. Moreover, customer reviews echo declining service quality and outdated amenities as key pain points.
[bookmark: _Toc150540527]Scope and Objectives

[bookmark: _Toc150540528]Scope

This assessment focuses on evaluating the financial performance and health of The Seaview Resort through a meticulous analysis of key financial indicators. It will delve into revenue trends, identifying driving factors over the past three years. Operating expenses will be scrutinized to discern trends and their influencing factors. Key financial ratios, including current ratio, quick ratio, and return on equity, will be calculated and analyzed. Liquidity will be assessed through the examination of the current and quick ratios, while solvency will be evaluated using the debt-to-equity ratio and times interest earned ratio, providing a comprehensive view of the resort's financial landscape.
[bookmark: _Toc150540529]Objectives

The objectives of this assessment are:
i. To identify the key financial strengths and weaknesses of the Seaview Resort.
ii. To assess the resort's financial risks and opportunities.
iii. To develop recommendations for improving the resort's financial performance and health
[bookmark: _Toc150540530]Key Questions

i. What are the primary reasons behind the decline in revenue, occupancy rates, and customer satisfaction?
ii. How do the financial statements reflect the resort's current financial health, and what are the key drivers of declining profitability?
iii. What strategic initiatives can be implemented to revitalize the resort's brand and attract a wider customer base?
[bookmark: _Toc150540531]Financial Analysis

[bookmark: _Toc150540532]Income Statement Analysis
Over the period of 2020 to 2022, The Seaview Resort has faced significant challenges reflected in its income statement. Total revenue has seen a notable 17% decline, plummeting from £520,000 in 2020 to £430,000 in 2022. This downturn can be attributed to heightened competition from newer, more contemporary resorts, evolving customer preferences towards eco-friendly and experiential tourism, and a palpable decline in service quality. Simultaneously, operating expenses have surged by 15% over the same period, reaching £450,000 in 2022. This increase can be attributed to escalating labor, maintenance, and energy costs and reduces profitability (Syafrizal et al., 2023). Gross profit has witnessed a staggering 83% decline, plummeting from £130,000 in 2020 to £ 20,000 in 2022, underscoring the resort's struggle to generate sufficient revenue to offset operational costs. The net profit margin, a key measure of profitability, has exhibited a continuous decline, dwindling from 15% in 2020 to -11% in 2022.

[bookmark: _Toc150540533]Balance Sheet Analysis
This balance sheet analysis highlights key financial indicators. While the total asset value suggests a substantial base, the resort is notably reliant on property and equipment. The current liabilities, coupled with a substantial long-term debt of £400,000, indicate potential challenges in covering short-term obligations and managing debt (Sihombing, Maffett and Ilham, 2022). The equity of £450,000 signals the owners' stake in the business. However, the resort's financial structure, particularly the debt-heavy composition, raises considerations for equity injection or debt restructuring to enhance financial flexibility and long-term sustainability. The resort needs a comprehensive financial strategy to optimize the use of assets, manage liabilities effectively, and strengthen equity to ensure a resilient and sustainable financial position.

[bookmark: _Toc150540534]Cash Flow Analysis
According to the cash flow analysis, the Seaview Resort's net cash flow from operations was £80,000 less in 2022. This means that the resort generated more cash outflows from operating activities than it did cash inflows. In 2022, the resort additionally incurred capital expenses of £30,000. Capital expenditures are investments in long-term assets, such as property and equipment. The resort's net cash flow (change in cash balance) was -£110,000 in 2022. This means that the resort's cash balance decreased by £110,000 in 2022.
[bookmark: _Toc150540535]Financial Ratios

Current Ratio
 Current Assets / Current Liabilities
250000/180000
=1.39
Quick Ratio
(Current Assets - Inventory) / Current Liabilities
(250000-100000)/180000
=0.83
Debt-to-Equity Ratio
Total Debt / Total Equity
400000/450000
=0.88
Return on Assets (ROA)
Net Profit / Total Assets
47500/1030000
=0.046
Return on Equity (ROE)
Net Profit / Total Equity
47500/450000
=0.11
[bookmark: _Toc150540536]Liquidity

The current ratio measures the hotel's ability to meet its short-term obligations. A current ratio of 1.39 means that the hotel has £1.39 in current assets for every £1.00 in current liabilities. This suggests that the hotel is able to meet its short-term obligations (Rashid, 2018). A stricter gauge of liquidity than the current ratio is the quick ratio. Since inventory can be more difficult to sell quickly, it is excluded from current assets (Madushanka and Jathurika, 2018). Seaview Resort’s quick ratio of 0.83 suggests that if for some reason the revenue decreases rapidly, it might be hard for the hotel to repay its short-term obligations.
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Hotel’s ratio of debt-to-equity is an indicator of how much debt that the hotel carries. The hotel has debt-to-equity ratio of 0.88 implying that out of 100% of financing towards it, 88% is debt while 12% is equity. This implies that the hotel has a moderate amount of leverage. (Murphy, 2017).
[bookmark: _Toc150540538]Profitability

The hotel's return on assets (ROA) serves as a barometer for how profitable it can make use of its assets. Based on its ROA of 0.046, the hotel is earning £0.046 in profit for every £1.00 in assets. It seems that the hotel is not utilising its resources to their full potential given the incredibly low ROA (Maeenuddina et al., 2020). ROE is a yardstick used to measure how much of the equity of the hotel can be turned into profits. The hotel attains a positive return on equity (ROE) of 0.11 meaning it gets 11% returns for every pound in equity. Moreover, the ROE is very small, which implies that the hotel fails to hone its equity.
[bookmark: _Toc150540539]SWOT Analysis

[bookmark: _Toc150540540]Strengths

Strategic Geographical Position: Its location in a popular tourist site gives the Seaview Resort a competitive edge.
Robust Brand Image: Over time, The Seaview Resort has built its image as one of the best hotels offering quality facilities and services.
[bookmark: _Toc150540541]Weaknesses

i. Outdated Facilities: Some of the antiquated facilities at the Seaview Resort may not appeal to the prospective visitors.
ii. Below-Par Customer Support: However, customer dissatisfaction has been on the rise at the Seaview Resort due to poor customer services.
iii. High operating costs: The Seaview Resort may be at a competitive disadvantage due to its high operating costs.
[bookmark: _Toc150540542]Opportunities

i. Expanding tourism sector: The Seaview Resort has a chance to boost its earnings due to the expansion of the global tourism sector.
ii. Emerging travel trends: The Seaview Resort has a chance to draw in new business from emerging travel trends like experiential travel and sustainable tourism (Ketter, 2020).
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i. Rivalry with other lodging establishments and growing Airbnb (Yang et al., 2021): The Seaview Resort encounters competition from neighbouring lodging establishments, encompassing both major hotel chains and more intimate, independently owned properties.
ii. Economic downturn: A decline in tourism expenditures could result from a downturn in the economy, which would hurt Seaview Resort's earnings.
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[bookmark: _Toc150540545]Competitive Landscape

The hotel industry surrounding The Seaview Resort is marked by intense competition, with several newer and more modern establishments in close proximity. These competitors pose a challenge to the resort's market share, particularly as they may offer updated amenities and contemporary services (Yang et al., 2021). To effectively position itself, The Seaview Resort should conduct a thorough analysis of key competitors, considering factors such as pricing strategies, service offerings, and customer reviews. Identifying unique selling points and differentiators will be crucial to stand out in a crowded market.
[bookmark: _Toc150540546]Market Trends
There is a noticeable shift in customer preferences towards eco-friendly tourism. Travelers are increasingly seeking destinations that prioritize sustainability and environmental consciousness (Łapko et al., 2021). The Seaview Resort can capitalize on this trend by implementing eco-friendly initiatives, such as energy-efficient practices, waste reduction, and responsible sourcing. Modern travelers are looking for experiences that go beyond traditional accommodations (Kyrylov et al., 2020). Experiential tourism, involving unique local experiences, cultural immersion, and outdoor activities, presents a significant opportunity for growth (Fan, Buhalis and Lin, 2019). The use of technology is a prominent trend in the hotel industry. Online booking platforms, mobile apps, and digital marketing play a crucial role in attracting and retaining customers (Alrawadieh, Alrawadieh and Cetin, 2020).
[bookmark: _Toc150540547]Target Customer Segments

Leveraging its picturesque coastal location, The Seaview Resort can target nature enthusiasts seeking a tranquil environment and outdoor activities. Positioning itself as a luxury destination with upgraded amenities and personalized services can attract high-end travellers looking for a premium experience. Emphasizing sustainability initiatives can appeal to environmentally conscious travellers who prioritize eco-friendly accommodations (Nagaj and Žuromskaitė, 2021). With its scenic setting, the resort can target couples and those seeking romantic getaways by offering packages and experiences tailored for this demographic.


[bookmark: _Toc150540548]Potential Growth Opportunities

The resort can become more competitive and draw in a larger clientele by making investments in the remodelling and modernization of its facilities. Creating partnerships with neighbourhood companies, tour guides, and travel agencies can increase the resort's visibility and draw in more visitors.

[bookmark: _Toc150540549]Turnaround Strategy

The Seaview Resort should update its current facilities and add new features, like a spa, fitness centre, and a variety of dining options, to increase its allure and competitiveness. By improving the overall guest experience, these improvements hope to attract more potential guests and give the resort a clear competitive edge in the marketplace. Considering how important good marketing is, the resort ought to step up its advertising. According to Husin, Edastama, and Tambunan (2022), this entails a significant increase in the marketing budget with a strategic focus on utilising new channels like social media marketing and search engine optimisation. The resort should also make a commitment to a thorough enhancement of its customer service. Through targeted staff training programs, employees will be equipped with the skills to deliver exceptional service, ensuring a positive and memorable guest experience (Díaz and Duque, 2021). Furthermore, the implementation of a customer feedback system will serve as a proactive measure to identify areas of improvement promptly.
[bookmark: _Toc150540550]Financial Projections

[bookmark: _Toc150540551]Income Statement Projections

	Year
	2023
	2024
	2025

	Total Revenue
	500,000
	600,000
	700,000

	Operating Expenses
	400,000
	450,000
	500,000

	Gross Profit
	100,000
	150,000
	200,000

	Net Profit
	50,000
	90,000
	120,000

	Net Profit Margin
	10%
	15%
	17%
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	Year
	2023
	2024
	2025

	Total Assets
	1,200,000
	1,400,000
	1,600,000

	Current Assets
	300,000
	400,000
	450,000

	Property & Equip.
	700,000
	800,000
	900,000

	Other Assets
	200,000
	200,000
	250,000

	Total Liabilities
	600,000
	650,000
	700,000

	Current Liabilities
	200,000
	220,000
	250,000

	Long-term Debt
	400,000
	430,000
	450,000

	Equity
	600,000
	750,000
	900,000
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	Year
	2023
	2024
	2025

	Net Cash Flow from Operations
	80,000
	120,000
	150,000

	Capital Expenditures
	50,000
	60,000
	70,000

	Net Cash Flow (Change in Cash Balance)
	30,000
	60,000
	80,000
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	Risk
	Mitigation Plan

	Renovations and new amenities are over budget or behind schedule.
	To stay on track and under budget, create a detailed project plan and budget and monitor progress.

	New marketing and sales initiatives do not produce the desired results.
	Develop a comprehensive marketing and sales plan that includes a mix of online and offline channels (Mulyana and Mirzantin, 2022.

	Staff training on customer service is not effective.
	Create a thorough training programme on customer service standards and procedures (Waqanimaravu and Arasanmi, 2020). Establish a system for collecting customer feedback to pinpoint and resolve any areas where customer service needs to be improved.
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Conclusion

The Seaview Resort is facing difficult financial times. The resort's ROA and ROE are low, and its debt-to-equity ratio is high. This implies that the resort has a high level of leverage and is not making enough money to pay off its debt and equity. A number of obstacles must be overcome by the resort, including rivalry from other lodging establishments and the possibility of economic downturns. The turnaround plan that has been suggested for The Seaview Resort is all-inclusive; it includes improvements to the facilities, aggressive marketing, and improved customer service. The Seaview Resort is now positioned as a top destination in the cutthroat hospitality sector thanks to this strategic makeover.
[bookmark: _Toc150540556]Recommendations

i. Integrated Marketing Strategy
To reach specific customer segments, create a comprehensive marketing strategy that incorporates SEO, social media marketing, and targeted advertising (Li, Larimo, and Leonidou, 2020). Highlight the resort's updated appearance, fresh features, and distinctive offers.
ii. Enhanced Employee Training Programs
Make employee training a priority in order to comply with higher service standards. Give staff members the tools they need to deliver outstanding customer service, guaranteeing a satisfying and unforgettable visit for customers. (Ahmad and others, 2019).
iii. Customer Feedback System Implementation
Launch a strong customer feedback platform as soon as possible (Narayan et al., 2022). Guest satisfaction will be continuously improved by teaching staff how to use it, reviewing feedback on a regular basis, and using insights to pinpoint areas that need improvement.
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